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the loss which arbitrates between different OflBces j and each policy, 
subject to its own conditions, has to be placed into the position 
which will enable it, in due proportion with the others, to dis- 
charge its obligations with best effect to the loss. 

Had there not been some forgetfulness of first principles in 
the apportionment of claims, it may be surmised that the addi- 
tions would not have been wanted which have been made from 
time to time to the average clause. It is a mistake to divide loss 
in proportion to liabilities, as the conditions provide that the divi- 
sion is to be made "according to the several sums insured;"* and 
when policies are concurrent in their terms and limits, this rule 
has invariably been respected, so that there can be no doubt what- 
ever as to the interpretation which should be given to it. If that 
interpretation be correct, then it is only in proportion to sums 
insured that loss should be borne. The independent liabilities of 
the new average policies are really the specific sums they insure, 
and the name they have received has been given them under the 
mistaken idea that they are necessarily the amounts for which the 
Oflfices are liable. Fire insurance liability has had many different 
meanings affixed to it. In some instances it has been supposed to 
be the sum insured ; in others, the sum insured increased by any 
required amount; in others, the sum insured repeated several times; 
or, the whole amount of loss as far as the sum insured; — but none 
of these interpretations are correct, as the policies give the true 
meaning; and they state that it is merely an obligation under 
which the Offices come to pay the whole or some proportion of 
loss, should one occur. 



On the Settlement of Losses by Fire under Specific and Average 
Policies, Separate and Combined. By David Christie, Esq., 
of the Sun Fire Office. 

[Read before the Institute of Actuaries, 28th March, 1859, and ordered by the 
CouncU to be printed.] 

A NOTE of alarm has been sounded at the present mode of 
adjusting fire losses under average policies; and it will be 
well, though for other reasons, hereafter to be explained, than 
those to which it owes its origin, that it be not allowed to die 
away without some effort to gain additional vantage-ground to- 
wards the substitution of a comprehensive and reasonable scheme 
• Vide Conditions of the " Royal Exchange" and the " Union." 
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of apportionment for the mischievous and unsound practice which 
now exists. 

The different systems in operation are so unnecessarily com- 
plicated, and the machinery by which each is set in motion so 
rude and unconnected, that the wonder is, not that any attempt at 
improvement has given rise to a word of warning, but rather that 
the cumbersome construction should have lasted so long. 

True, there have been murmurings at times from those who 
have been forced to give an attentive ear to the discordant jarring 
of its parts ; but the sign of dissatisfaction has passed away with 
its cause, like the reverberations of an echo. There is a feeling, 
indeed, of a balance of results being attached to the old rule, which 
may have given zest to its perpetuation. 

It has been said that no better reason can be assigned in 
support of the present practice, than that an OflSce expects to 
recover by it at one time what it loses at another. This reliance 
on the caprice of fortune indicates how little the principles of 
average are understood, and how strongly attached the Offices 
must be to a system in itself eminently defective, when so little 
sign of effort has been evinced to replace it by a more inteUigible 
rule. 

It must be apparent, to those who have given attention to the 
subject, that there is some necessary proportionate connexion be- 
tween all policies, however diverse in their nature, covering a 
certain property; and this connexion is not confined to specific 
with specific, or average with average policies, but affects either 
or both in any combination. The difficulty has been to estabhsh 
the relation which one policy bears to another, and it may safely 
be assumed that, until a solution shall be found true to every test, 
in whatever form it may be applied, there can be no sound basis 
to regulate the proportion to be borne by each Office in case of 
loss under mixed forms of pohcies. 

But, before considering the subject more minutely, let us see 
whether some preliminary simplification cannot be adopted. This 
leads us to the question how the Offices stand with the public. 
At present, policies are, in general, issued as they are desired by 
the assured, without due regard to the probability of other in- 
surances on the same property existing in other Offices, and hence 
arise the different ranges frequently complained of; — one being, 
for example, on stock alone ; another, on stock and utensils ; and 
another, on stock, utensils, and fixtures, in one undivided sum. 

In average policies we have the same want of harmony — insur- 
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ances in docks, in docks and warehouses, &c., &c.j and still more 
extensively, within five or six miles of the Royal Exchange. 

That such a practice still exists, is in itself suflBcient evidence 
that no extraordinary eflfort has been made by the Offices to esta- 
blish a rule for enforcing policies of concurrent ranges ; and, until 
this is done, the settlement of losses under these varied forms will 
remain a vexed question, both with the Offices and their surveyors, 
as well as a cause of needless delay in the payment of claims to 
the assured. 

It is indeed fortunate, however little they may be aware of it, 
that the public are interested in any improvement that may take 
place in the forms on which policies are issued, and also in under- 
standing the principles on which losses should be settled. 

It is proper that this should be borne in mind, because much 
of the present system of settlement is chargeable with the igno- 
rance they are supposed to have on these matters, though, strictly 
speaking, the fault rests with the Offices in perpetuating rules 
which the public cannot reasonably be expected to understand. 
Hence, when any difficulty arises, the Offices liberally assume 
(which, indeed, is an evidence of the weakness of their position) 
that the blame, which in many instances rests with the assured, of 
not having his policies concurrent, should not prove a source of loss 
to him for want of not knowing better. 

It is, however, a question of greater importance than the 
apathy of the Offices would seem to evince, that a better principle 
should obtain for procuring uniformity of range on fire policies. 

It is said, in favour of the present system of settlement, that an 
Office insuring one item in a specification — such as stock — exhibits 
a greater degree of prudence than another having more than one 
item — such as stock and utensils, or stock, utensils and fixtures — 
and ought, in any adjustment, to reap a corresponding benefit. 
This is mere fancy. As has been already stated, insurances, in 
the generality of cases, are taken as they come ; and the fact of 
having one, two, or three specifications, is simply a record of the 
wish of the assured. 

Indeed, might it not be justly argued on the contrary, as has 
been the custom hitherto with certain average policies, that a 
policy on a single item is more responsible on that item than 
another policy spreading over a larger range ? Besides, the views 
of the Offices, as to settlements under specific insurances of dif- 
ferent ranges, have lately been materially modified, and exhibit 
marks of progress towards sounder principles. 
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It is only a few years ago since an Office was called upon to 
pay the amount of loss (not exceeding the sum insured) on items 
not mentioned in the specification of another policy, as well as its 
share of the loss on the item insured by both policies, in the pro- 
portion of its total liability. But it is now considered more 
reasonable that the loss on the former should be first ascertained, 
and deducted from the amount of the policy, before adjusting the 
proportion to be paid on the item to which both policies extend. 

When average policies were involved (so to speak), there were 
no end of anomalies. Specific policies, then as now, for want of a 
better system^ were called upon to pay first ; then, average policies 
of more limited range than others ; then, concurrent average policies 
with each other; until the great fire at Liverpool, in 1842, caused a 
change in part, and, so far as that port was concerned, a sounder 
application of the average principle, though yet defective, was 
adopted. 

Strange to say, the anomaly of one system prevailing only at 
Liverpool, and another at all other ports and places in the king- 
dom, was perpetuated until the late fires in the docks, &c., in 
London, when the latter city was brought within the scope of the 
rule. How long it wUl be until the practice becomes universal, it 
is difficult to predict; but the sooner the Offices determine this 
point, the easier will it be to settle a loss when it occurs. 

To those who have well considered the " independent liability 
clause," no explanation will be necessary to show the wisdom of it. 

But, in spite of Mr. Atkins' observations, which are very clear 
and forcible, Mr. Ray comes forward, inconsiderately, to do battle 
in the cause of repeal. He appears not to be aware of the practice 
which has obtained in Liverpool these last sixteen years, and that 
"the hasty alteration of the common average clause" is simply an 
extension of the Liverpool practice to London. 

Mr. Ray suggests that a clause should be added to the existing 
conditions, to make average policies of a "lesser range," in certain 
circumstances, specific ; which would, in fact, be undoing what has 
been done, and, at the same time, making a thing what it is not. 

There is no necessity for assuming that, unless this is adopted, 
the assured will be placed in a false position with the Offices. It 
is the duty of the Offices to place them in a true one, and for the 
assured to adhere to the regulations which must be enforced. The 
plan is simple, and easy of adoption, and without it no sound basis 
can be given to the principles of average. 

The necessity for policies being concurrent has already been 
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dwelt upon. It will be useful to repeat the suggestion here, be- 
cause in their not being so lies the head and front of the offence. 
Why an Office should issue, as a matter of course, a policy on 
docks, and another a policy on docks, wharves, &c., &c., for the 
same party, is not easy to determine. It would be no hardship to 
require the assured to have all his policies on docks alike, or, as 
may be, on docks, wharves, &c., and so keep the average principle 
undisturbed; for, the moment this is disregarded, the settlement of 
a loss becomes a mere matter of theory and opinion. 

Take, for instance, the example quoted by Mr. Ray, as "placing 
the assured in a false position with the Offices ": — 

Insurances. Property. 

Office A, £5,000 docks . . . £5,000 docks. 
„ G, 5,000 docks and wharves . 5,000 wharves. 
Loss, £5,000 wharves. 

It is proposed to ignore, because a loss occurs on the latter, the 
policy in A and the property in the docks; but, even in this ex- 
treme case, is it right, for the purposes of settlement, to cancel 
these two items as if they were meaningless, when another policy 
on docks, with property in docks where part of its risk lies, is no 
unimportant feature in the case ? This would be repudiating the 
latter policy's interest in the property in the docks ; but if a loss 
were to occur at the same time in the docks, the settlement would 
be materially altered ; and by this fire on property in which it has 
its share of risk, it would be made to pay less than if the loss were 
confined to wharves. 

Suppose the policy in docks and wharves to be taken out first, 
with the property as already represented, is it not a monstrous 
perversion of anything like principle to say that, by another Office 
issuing a policy on docks — part of the risk already covered and 
now shared in — the former policy has a heavier liability? 

There is a proportion between these two policies and the pro- 
perty they cover, which ought to be determinable ; and it is from 
the mere fact of their being issued without concert that the diffi- 
culty arises. 

The case is worth illustrating further, for the sake of the proof 
afforded. 

Take a total loss on the docks: the liabilities of the two 
policies would be — A, 5,000; G, £3,500; clearly representing a 
surplus of insurance on the property ; and if this example be true, 
a total loss at the wharves will exhibit a deficiency of insurance 
equal to the surplus above stated ; thus, A is excluded because it 
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does not extend to wharves ; G only insures half the amount of 
property within its range, and is therefore only liable for half 
the loss, j£2,500. Nothing could be clearer, and the remedy is 
simply to have both policies in unison. 

But let us go a little further. Take the example in the 
" Liverpool " circular, as it may be termed — 

Insurances. Property. 

A, £10,000 in warehouses . . £15,000 in warehouses. 

B, 10,000 in warehouses and ships . 5,000 in ships. 

Here, £20,000 is insured on £20,000 worth of property; but 
the wording of the policies is not concurrent, and the distribution 
is again unequal — an excess being insured in warehouses. In case 
of loss on ships, who shall say, supposing Mr. Ray's view to be 
right, what sum should be deducted for A's risk in warehouses 
where no loss has happened? No doubt Mr. Ray will say £10,000 ; 
but this is equal to the total amount of the policy, while the 
property is valued at one-third more j and consequently, whether 
the property in warehouses be £10,000 or £20,000, it would not, 
according to Mr. Ray's idea, alter the amount to be deducted. 
This is setting at defiance all principles of proportion. 

If it were possible to rescind the late resolutions, and a heavy fire 
were to occur, we should have the old question of ranges revived 
— which is the greater and which the less. The late Mr. Richter 
made a happy hit when he hinted, that if the Offices were to go 
a-tilt in this manner and embrace what was not intended, simply 
to exhibit greater range without the risk of it, he would quietly 
include a church ! — a device which few would think of in common 
with the worldly aflfairs of insurance, until the loss, and the degree 
of immunity from liability which the wording conferred, revealed 
it to their wondering eyes. Thus a way would again be opened up 
to an unscrupulous Office to set at nought the morality, so to 
speak, of insurance practice, whereas, under the ''independent 
liability clause," no apprehensions need be raised, and the church 
would be left sacred to itself. 

It is therefore to be desired, that the average principle, in its 
true meaning, may be extended to all average policies ; and, if this 
be done, there will be no difficulty in making the assured ac- 
quainted with its provisions and application. At present he enjoys 
shelt* under sufferance, because the custom of the Offices as to 
ranges, &c., is inexplicable to common sense, and he is considered 
not bound to know the sinuosities of an absurd system, which has 
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no strict relation to figures (though it mainly deals with them), 
and cannot be explained by them. 

Let us, then, hail with satisfaction the wider application of the 
Liverpool system, and hope for its early extension to all parts of 
the kingdom. Indeed, if the principle be sound, there is no reason 
for retaining the old rule, in any part of the kingdom, a day 
longer. Let it be expunged, and, if possible, forgotten. 

But the principle will not be fully developed until the Offices 
are ripe for sanctioning an alteration in the present application 
of specific policies, when combined with those under average ; and, 
with the view of bringing the matter under consideration, it will be 
proper here to notice the existing practice and suggest a remedy. 

The subject is one of vast importance, and, therefore, if the 
prevailing system be founded in error, and a substitute can be pro- 
posed that shall stand the test of every variety of application, the 
sooner such system is abrogated the better. 

There seems something incomprehensible in two policies cover- 
ing, in a computable proportion, the same risk, one of which must 
stand the brunt of the loss until its amount be exhausted before 
the other comes into operation for any fraction of its responsibility; 
and, surely, it is worthy the best efibrts of all connected with 
insurance business to endeavour to establish a more equitable 
system — one more in unison with a correct appreciation of sound 
doctrine. 

Mr. Atkins has attempted to solve the difficulty by a proposi- 
tion to the eflfect that the actual amount of loss, if not exceeding 
the sum insured, should represent the liability of a specific policy,* 
in cases where the property is covered both by specific and average 
policies. 

This proposal is made with a degree of earnestness that leaves 
no doubt of its having been previously well considered. 

The following is an example : — 

Value of Property. 

Average policy . £5,000 .... £10,000 
Specific policy . 4,000 

Loss, £2,000. 

The liability of the average policy will be half the loss . £1,000 
„ „ specific policy, the amount of loss . 2,000 

£3,000 
But as the actual loss is only £3,000, the proportions payable 
under each policy will be — 

* Sec Asauratae Magazine, page 3 of this Volume. 
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Average policy .... £6661 
Specific „ .... 1,333| 

£2,000 

But Mr. Atkins has evidently confined his proof to cases of 
this simple character. Had he taken an ampler field of applica- 
tion, he would have discovered an insuperable objection to the 
adoption of his proposal. Let an example suffice : — 

Suppose that, in lieu of one specific policy of £4,000, there are 
two of £3,000 each. The operation will then be — 

The liability of average policy = half the loss . . £1,000 
„ specific policy A, the amount of loss . 2,000 

„ specific policy B, „ . 2,000 



which, reduced in relative proportions, will be — 

Average policy .... £400 

Specific policy A . . . . 800 

B .... 800 



£5,000 



£2,000 



Here, then, the proof has fled, the result being widely different; 
and shall it be said, under this rule, that a specific policy of £5,000, 
and another of £10,000, must, under losses not exceeding the 
smaller policy, be responsible for identical amounts, with liabilities 
so widely different ? 

In all cases of true apportionment there must be harmony in 
the result, otherwise there can be no fixed principle to govern us in 
arriving at a correct adjustment. But the liability of a specific 
policy, in conjunction with an average policy, will be found to be, 
not in the amount of loss, which has been proved to be erroneous, 
but in the actual amount which it covers. 

An example or two may be given in illustration : — 

Example I. 

Value of Property. 

Average policy, £5,000, in warehouse A . . £10,000 
Specific ditto, 3,000, in ditto. 

Loss, £6,000. 

The liability of the average policy is half the loss, viz. . £3,000 
„ „ specific policy is its full amount . 3,000 



£6,000 

VOL. VIII. M 
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Example II. 

Value of Property. 

Average policy X, £5,000 in warehouse A . . £10,000 in A. 

„ Y, 5,000 in warehouses A and B. . 10,000 in B. 
Specific policy . 5,000 in warehouse A. 
Loss in A, £4,000. 

The liability of X is half the loss, viz. . . . £2,000 

„ Y is one fourth the loss . . . 1,000 

„ specific policy is its total amount . 5,000 

£8,000 

which, being exactly double the actual loss, the proportions of 

each will be one half, viz. : — 

X . . . . £1,000 
Y . . . . 500 

Specific . . . 2,500 

£4,000 
Example III. 

Value of Property. 

Average policy, £20,000 in warehouse A . . £40,000 
Specific policy X, 5,000 in ditto. 
„ Y, 10,000 in ditto. 

Loss, £20,000. 
The liability of average policy will be half the loss £10,000 
„ specific policy X, its full amount . 5,000 

Y, „ . 10,000 



£25,000 
which, as it exceeds the loss, must be reduced as follows : — 



As £25,000 

„ 25,000 

And „ 25,000 



£20,000 
20,000 
20,000 



£10,000 : £8,000, loss under average policy. 

5,000 : 4,000, „ specific pol. X. 

10,000: 8,000, „ „ Y. 



£20,000 



In general terms, an average policy must, in the adjustment of 
losses either with other average policies or with specific policies 
combined, be taken in its exact proportion in regard to the total 
value of the property, whether it is under or exceeds said value, and 
a specific policy must always be taken at its total amount as repre- 
senting its liability. 

An example may be given to prove the former statement, as 
regards average policies exceeding the value of the property. 

Value of Property. 

Average policy X, £20,000, in warehouse A . £10,000. 
Y, 10,000, 

Loss, £6,000. 
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The liabilitj of X will be double the loss, viz. . £12,000 
„ Y will be equal to the loss, „ . 6,000 

£18,000 
which, as it exceeds the actual loss, must be reduced as follows: — 

As £18,000 : £6,000 : : £12,000 : £4,000, loss under X, 
„ 18,000 : 6,000 : : 6,000 : 2,000, . „ Y. 

This may be illustrated by dividing the policy X into two 
pohcies of half the amount, viz. : — 

Value of Property, 

Average policy X, £10,000 in A . . .£10,000 
X°, 10,000 „ 
Y, 10,000 „ 

Loss, £6,000. 

The liability of X will be equal to the loss, viz. . £6,000 
X° „ „ . 6,000 

Y „ „ . 6,000 



£18,000 



which, being reduced, gives £2,000 each, 

or, £4,000 for X and X" combined, 
and 2,000 for Y. 



£6,000 



It may appear strange that the specific policy should be brought 
into the adjustment for its total amount, but in all cases of appor- 
tionment of specific with average policies, that alone is the correct 
principle ; and it will be found to be so, not only in working out 
the question in all its bearings, but, perhaps, more simply in the 
fact that losses under specific policies are always adjusted in the 
proportion of their respective totals. For example : — 

Three specific policies, X, Y, and Z, o/" £5,000 each; loss, £9,000. 

The liability of X will be . . . £5,000 

Y „ ... 5,000 

Z „ ... 5,000 

£15,000 
But as the actual loss is only £9,000, the proportions will be — 
As £15,000 : £9,000 :: £5,000 : £3,000, loss under each. 
The peculiarity lies in the extraordinary nature of a specific 
policy. It represents a certain sum on certain property, but has 
no proportionate relation, as an average policy has, to that property, 
and is, in fact, an anomaly altogether. Thus, if it insures £1,000 

M 3 
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on household goodsj valued at j62,000, it does not represent any 
strict proportion of this ^2,000, but a bond fide liability to the 
extent of the sum it covers. No piece of furniture is insured for 
half its value; and, in fact, in the case assumed, the articles in- 
sured are not positively known to be insured until a fire happens. 
An average policy exhibits the true principle of insurance. 



An Account of the Plan, Objects, and Progress of the International 
Association for obtaining a Uniform Decimal System of Mea- 
sures, Weights, and Coins. By Samuel Brown, F.R.G.S., 

F.S.S. 

[E«ad at the Meeting of the National Association for the Promotion of Social 
Science, held at Liverpool, 1858.] 

IHE Great Exhibition of 1851, however fruitful it was in direct 
results beneficial to the trade and commerce of this country, has 
indirectly produced greater consequences still, by leading to the 
discussion of questions in which the common interests of all the 
nations of Europe are concerned. 

Scientific and enlightened men from all countries were enabled 
to consult together on many topics which had hitherto been con- 
sidered as the imaginary schemes of isolated individuals, and 
which, though conducive to the best interests of humanity and 
the progress of civilisation, failed for want of co-operation and 
the means of communicating with kindred minds in other coun- 
tries. The various congresses which have been held in Brussels, 
Paris, and Vienna, for statistical, scientific, or benevolent objects, 
nearly all trace their origin to that wonderful Exhibition, which 
gave as great a stimulus to the intellectual progress as it did to 
the commercial intercourse of all nations. 

From the vast variety of products collected from all the regions 
of the earth, in which both values and quantities were reckoned by 
all sorts of different standards, the want of some uniform system 
of estimation and measurement soon became strikingly apparent. 
What had been hitherto considered by some men as a mere philo- 
sophical dream was here a commercial necessity. To compare the 
products of difiierent countries together, the merchant or manu- 
facturer was obliged to reduce the complicated monetary values, or 
the weights and measures of so many difi"erent countries, to the 
system of his own. It may be safely said, that a very large part 
of the advautagbs to be derived from the Exhibition was lost to 



